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(iv) When a contractor’s approved 
scrap procedure does not require phys-
ical segregation of Government and 
contractor scrap, the plant clearance 
officer shall ensure the proceeds of 
scrap sale are equitably distributed. 

245.607–2 Recovering precious metals. 
(b) Precious metals are silver, gold, 

platinum, palladium, rhodium, iridium, 
osmium, and ruthenium. 

(i) At the beginning of every fiscal 
year, the Defense Reutilization and 
Marketing Service (DRMS) will provide 
each contract administration office 
with disposition instructions for cer-
tain categories of precious metals- 
bearing property, including scrap and 
usable items containing recoverable 
quantities of these metals. The disposi-
tion instructions— 

(A) Will remain in effect for the en-
tire fiscal year, unless modified by 
DRMS; and 

(B) Will contain a fund citation to be 
used when disposition requires ship-
ment of precious metals-bearing prop-
erty for recovery. 

(ii) Plant clearance officers shall ob-
tain disposition instructions for pre-
cious metals-bearing property not cov-
ered by the annual disposition instruc-
tions from the Defense Reutilization 
and Marketing Service, Attn: DRMS- 
OC, 74 N. Washington Avenue, Battle 
Creek, MI 49017–3092. 

[59 FR 27674, May 27, 1994] 

245.607–70 Scrap warranty. 
(a) If the contractor sells its inven-

tory as scrap to anyone, including a 
holding contractor, the contractor 
shall include in the sales contract a 
signed copy of DD Form 1639, Scrap 
Warranty. 

(b) The contracting officer may re-
lease the contractor from the terms of 
the scrap warranty in return for con-
sideration paid to the Government. The 
consideration will represent the dif-
ference between— 

(1) The sale price of the scrap; and 
(2) A fair and reasonable price for the 

material if it had been sold for pur-
poses other than scrap. 

(c) The contractor shall pay the con-
sideration to the Government and the 
Government may execute the release 
even though the contract containing 

the warranty was not made directly 
with the Government. 

(d) If the scrap is resold to a second 
buyer, the first buyer shall obtain a 
scrap warranty from the second buyer. 
Upon receipt of the second buyer’s 
scrap warranty, the Government will 
release the first buyer from liability 
under the original warranty. 

245.608 Screening of contractor inven-
tory. 

245.608–1 General. 
(a) The plant clearance officer shall 

arrange for inspection of property at 
the contractor’s plant if requested by a 
prospective transferee, in such a man-
ner as to avoid interruption of the con-
tractor’s operations. 

245.608–2 Standard screening. 
(b)(1) For the first 30 days, property 

screening will be limited to the con-
tracting agency and the requiring 
agency, when they are not the same. 
The requiring agency shall have pri-
ority for retention of listed items. 

245.608–5 Special items screening. 
(a) Special test equipment with stand-

ard components. (1) The contractor shall 
report any excess special test equip-
ment (STE) using SF 1432, Inventory 
Schedule D (Special Tooling and Spe-
cial Test Equipment). The contractor 
shall list and describe on the inventory 
schedule all general-purpose compo-
nents which, if economically severable 
from the STE, would otherwise be clas-
sified as industrial plant equipment 
(IPE), other plant equipment (OPE), or 
automatic data processing equipment 
(ADPE). 

(2) The plant clearance officer will 
perform the initial screening of the 
composite STE unit. 

(A) If the contracting department/ 
agency and the requiring department/ 
agency decline the STE or the standard 
components or do not approve their 
transfer to another contract; then, 

(B) The plant clearance officer will 
screen the STE and any severable com-
ponents with the— 

(1) General Services Administra-
tion—STE unit, less any standard com-
ponents, and nonreportable standard 
components; 
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